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Work in American Prisons: Joint
Ventures with the Private Sector

by George E. Sexton

t’s 6 0’clock on Monday morning, still dark out-
side, when the alarm goes off and John Doe struggles
out of bed. He’s in and out of the shower in a minute
and then nearly cuts himself shaving, he’s in such a
hurry. He promised a couple of the other guys on
the company softball team that he’d meet them for

Highlights

Prison industries, using inmate labor to manu-

-+ facture goods for private firms, were thriving
enterprises in the first quarter of this century.
However, the sale of open market prison-
made products was banned in the 1930's and
1940's by Congress and the States, in re-
sponse to protests from both competing in-
dustries and labor unions. In 1979 legislation
was enacted to restore private sector involve-
ment in prison industries to its former status,

- provided certain conditions of the labor mar-
ket are met,

+ This Program Focus describes how compa-
nies in South Carolina, California, and Con-
necticut have formed successful partnerships
with State and local correctional agencies.
Some positive features of these collabora-
tions include:

* A cost-competitive, motivated work force,
which can continue to work after release
from prison.

* The proximity of a prison-based feeder
plant to the company’s regular facility.

- * Financial incentives, including low-cost in-
dustrial space and equipment purchase sub-
sidy, thatare offered by corrections officials,

-+ Safe work environment due to the presence
of security personnel and a metal detector
that keeps weapons out of the shop area.
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* The partial return to society of inmate earn-
ings to pay State and Federal taxes, offset
incarceration costs, contribute to the sup-

port of inmates’ families, and compensate
victims,
Challenges encountered include:

* Absenteeism and rapid turnover of .|

employees.
* Limited opportunities for training,

* Logistical problems, such as appropriate.

access for deliveries.
Representatives of companies interested in

joint venture arrangements should consider ;

such issues as;

* Federal and State laws regulating the mar-
kets, types of permissible business relation-
ships, and rights and responsibilities of
inmates, staff, and private companies.

* Appropriate goals for the joint venture that
are consistent with the mission of the cor-
rections agency.

* Support of the warden of the host prison.

Qualification of the joint venture manager,
who should have prior experience in

corrections as well as an understanding of

business operations,

breakfast, but he’s already running behind
and can’t afford to be late for work. It’l]
Just have to be coffee and a quick donut
on the run,

Just after he has punched in at 7 a.m.,
Denise Loftus, the Section Three supervi-
sor, calls John and the other members of
his work team to go over the day’s pro-
duction schedule. Northern Telecom just
put in a rush order for a thousand co-axial
cables, so they’ll have to work with Sec-
tion Five if they’re going to make the Fri-
day shipping date.

After the meeting, John sets up the work
team’s hand tools and production boards,
while some of his crew rush off with the
bill-of-materials to get the parts they need
for the job. As soon as they get back, the
whole team will start assembling the
cables. They want to get started by 7:30
a.m.

By 8 a.m. the shop is humming, and it
will stay that way until noon, when every-
one breaks for lunch. After lunch, an in-
dustrial engineer from the company’s
main plant stops by to ask the team what
they think about the design for a new IBM
cable the company is bidding on. Roberto
Kelly, the team’s quality control honcho,
recommends a change that will allow
cable to fit more easily into the team’s
hand tools: The engineer agrees and alters
the design. That’s one of the things that
John likes about the company—they listen.

When the final whistle blows at 3 p.m.,
John knows he’ll be tired, but he figures
that comes with the job—that and taxes.
With taxes, rent, and child support pay-

" ments, there isn’t much left for the car

he’s been saving for. He’ll need it for
commuting next month when he’s trans-
ferred to the Myrtle Beach plant.
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“Joint Ventures

* In 1979, Congress enacted Public Law
96-157 (codified at 18 U.S.C. 1761(c)
and 41 U.S.C. 35), which created the
Private Sector/Prison Industry Enhance-

.. ment Certification Program (PS/PIEC).

‘The program authorizes correctional

- agencies to engage in the interstate ship-
ment of prison-made goods for private

- business use if:

. * Inmatesworking in private sector prison
industries are paid at arate not less than
the rate paid for work of a similar

At the end of the day, John shows the new
man on the team how to do his final in-
spection and product count, while the
other men clean up their work area. After
they all punch out, they wait in line to 2o
through the metal detector before leaving
the shop and walking across the prison
yard to their cells.

John (a fictitious name but true-to-life in-
mate) and the other 250 inmate-workers
who assemble wire hamesses for Escod
Industries are part of an innovative joint
venture inside the Evans Correctional Fa-
cility in South Carolina. To be sure, when
prison work programs are mentioned,
most people still think of one product and
one customer—license plates made for
State governments. However, a small but
growing number of private companies
like Escod are paying inmates to produce
a wide variety of products and services
from inside the penal institution.

Joint ventures between a private company
and a prison, like the partnership in South
Carolina that employs John, are not yet
common. But in the last decade, company
executives in an increasing number of
States have begun forming joint ventures
with prison officials who are eager to

i Federal Regulatlon of Prison-
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nature in the locality in which the work{?ﬁ

takes place.

* Prior to the initiation of a project, local”
unions are consulted.

* The employment of inmates does not -
resultin the displacement of employed

workers outside the prison, does not
occur in occupations in which there is

a surplus of labor in the locality, and

does not impair existing contracts
for services.

branch out from their traditional stateuse
prison industries to produce goods and
services for the private sector.

After offering a brief overview of the his-
tory and current status of prison indus-
tries, this Program Focus examines how
three companies have developed success-
ful and mutually beneficial partnerships
with prisons in South Carolina. Two other
joint ventures in California and Connecti-
cut are also described briefly to illustrate
successful partnerships that companies
and correctional agencies have formed in
other States.

The Federal
Government Takes
the IL.ead

Private sector involvement in prison in-
dustries is not new. During the early de-
cades of this century, prison factories
making products for private companies
flourished. But the unregulated use of
prison labor led to complaints of unfair
competition from organized labor and
competing manufacturers. As a result,
during the 1930’s and 1940°s Congress

and the States prohibited the open market
sale of prison-made goods.

The current revival of private sector
prison industries was made possible in
1979 when Congress lifted its ban on the
interstate transportation and sale of
prison-made goods for prisons that met
the conditions of a specially created Pri-
vate Sector Prison Industry Enhancement
Certification Program (PS/PIEC). This
program requires participating correc-
tional agencies to certify that inmate
workers are paid local prevailing wages
and that the interests of other parties that
could be adversely affected by the joint
venture are protected. (See “Federal
Regulation of Prison-Based Joint Ven-
tures,”) The new legislation was an essen-
tial first step in motivating private
companies to use prison-based work
forces, since most business markets today
cross State borders.

As of March 1993, the U.S. Department
of Justice, which administers the PS/PIEC
Program, had certified 32 correctional
agencies to operate private sector prison
industries similar to the enterprises de-
scribed in this report. According to the
department, approximately 1,000 inmates
are employed in these joint ventures. Pri-
vate companies now use prison-based
work for data entry and information pro-
cessing, electronic component assembly,
garment manufacturing, contract packag-
ing, metal fabrication, telemarketing, and
handling travel reservations.

Everyone benefits from joint ventures.
Companies are attracted to working with
prisons because inmates represent a
readily available and dependable source
of entry-level labor that is a cost-effective
alternative to work forces found in
Mexico, the Caribbean Basin, Southeast
Asia, and the Pacific Rim countries. “Do-

“
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mestic content is an important benefit of
using a prison-based work force com-
pared with using an offshore labor mar-
ket,” says one industry executive. “We

can put a Made-in-the-U.S.A. label on our
product. In fact, our sales staff told us that

the retention of these jobs in the United
States influenced purchasing agents at
two large organizations to buy our prod-

uct rather than a competitor’s whose prod-

uct is made offshore.” The executive adds
that “keeping the jobs in the country
helped line workers in our other plants ac-
cept the idea of a prison-based work
force.”
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Correctional administrators report that
Joint ventures provide meaningful, pro-
ductive employment that helps to reduce
inmate idleness, considered to be a com-
mon cause of prisoner disruptions. Cor-
rectional administrators also indicate that
the existence of private sector jobs can be
used to motivate positive behavior and
good work habits on the part of inmates
throughout the prison. According to Rich-
ard Bazzle, Warden of the Leath Correc-
tional Facility in South Carolina, “the
inmate who realizes that an initial assign-

ment in the kitchen might some day lead
to a higher paying job in our garment
plant is more likely to work hard and stay
out of trouble in order to get that better
job tomorrow.”

The general public, too, tends to endorse
productive employment for inmates when
they are assured that prison-based jobs
will not displace law-abiding citizens. For
example, although in 1990 California vot-
ers rejected a $450 million bond issue for
prison construction, they approved a
change in the State’s constitution to allow

have cooperated on a number of projects.

efforts.

In 1978, the National Institute of Justice
and the National Institute of Corrections
entered into amemorandum of understand-
ing (MOU) that included identifying op-
portunities for the two agencies to serve
the field better through collaborative ef-
forts. Earlier this year we revisited the
MOU and renewed our commitment to
work together on a number of joint initia-
tives.

More recently the Office of Correctional
Job Training and Placement (OCJTP) was

Corrections. With its creation as a catalyst,
a new joint agency effort has begun to
explore ways to assistincarcerated and ex-
offenders to become gainfully employed.

NIJ-NIC Collaboration on Privat
and Other Offender Programs

The National Institute of Justice (N1J) and
the National Institute of Corrections (NIC)

The following reflects these continuing

created within the National Institute of

This initiative will give us the opportunity to
engage other Federal agencies, State and
local governments, business and industry,

private and not-for-profit organizations, edu-

cators, and educational institutions in iden-
tifying solutions to this systemic problem.

Both NIJand NIC have had a long history of

supporting programs for offenders includ-
ing vocational training, corrections educa-
tion, as well as State-use and private sector
industries. This Program Focus on private
sector prison industries is but one indication
of our continued commitment in this area.

Given our collective histories of accom-
plishment in the area, it seemed logical and
appropriate for our agencies to share our
talents and resources to further the goals of
OCJTP. While we will continue to work
together to support the field through re-
search, evaluation, development, informa-
tion dissemination, training, and the provi-
sion of technical assistance to State and local

e Sector Prison Industries

agencies, staff from our respective agen-
cies have been tasked with taking a fresh
look at traditional approaches.

As a result of several brainstorming and
information-sharing sessions, a number of
potential joint NIJ/NIC initiatives are al-
ready under consideration. We are deter-
mined to move quickly on a number of the
more promising ideas. At the same time,
however, our staff will be calling on you
for recommendations as to how best to
achieve the mission of the Office of Cor-
rectional Job Training and Placement.

Jeremy Travis
Director
National Institute of Justice

Morris Thigpen
Director
National Institute of Corrections

4 National Institute of Justice
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the operation of private sector prison in-
dustries when they were assured by the
governor that such jobs would not result
in the layoff of civilian-workers.

South Carolina Takes
the Initiative

The opportunity for the private sector to
use inmate labor in South Carolina
opened up when Tony Ellis became Di-
rector of the Division of Correctional In-
dustries in 1990. Ellis’ division is charged
with employing as many inmates as pos-
sible in each of the State’s prisons. How-
ever, meeting this mandate was becoming
increasingly difficult because of two on-
going developments. First, South Carolina
was faced with a dramatic increase in its
inmate population. From 1989 to 1993
alone, the number of prisoners in the State
Jjumped from 13,004 to 17,294—an in-
crease of 33 percent. Second, because the
State budget was shrinking as part of the
nationwide recession, State agencies had
less money with which to purchase in-
mate-produced goods and services. As a
result, the capacity of stateuse industries
to productively employ inmates also
diminished.

Ellis decided to tackle this predicament
by expanding inmate employment oppor-
tunities to include working for private
companies manufacturing products for
sale on the open market. In the past 3
years, Ellis’ move into the private sector
has paid off for everyone; three compa-
nies have set up successful joint ventures
that employ over 400 inmates in South
Carolina’s prisons. Major companies and
institutions like IBM, Victoria’s Secret,
and Emory University purchase products
manufactured in South Carolina’s prisons.

At the Evans Correctional Facility in South Carolina, Escod Industries employs inmates to assemble

electronic cables involving the use of assembly boards.

Escod Industries—
Rewiring Europe’s
Telephone System

Escod Industries, a division of Insilco
Corporation, a Fortune 500 conglomerate
based in Columbus, Ohio, operates seven
manufacturing plants in the United States.
Ore plant is in South Carolina’s Evans
Correctional Facility, a 1,100 bed maxi-
mum/medium security prison. Last year,
inmate-workers at Escod’s prison plant
assembled $16 million worth of electronic
cables that were purchased by corpora-
tions like IBM and the Canadian-based
Northern Telecom Corporation. Northern
Telecom uses Escod’s products in the
telephone cables it sells to several Eastern
European countries that are upgrading
their communication systems to meet the

latest European Economic Community
standards.

How the partnership began. Pat Timms,
Escod’s Vice President of Operations,
learned about the availability of South
Carolina’s prison-based work force when
he received a letter from Tony Ellis sug-
gesting that if the company were thinking
of expanding its operations, it should take
a serious look at South Carolina’s prison-
based work force to meet its growing em-
ployment needs.

Ellis’ letter was timely because it arrived
when Escod’s top management was look-
ing closely at what the company would
have to do to maintain its position in the
increasingly competitive electronics indus-
try. One of the options being considered
by top managers was the operation of a
satellite plant in Mexico that would use

Program Focus 5
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the country’s highly productive and low-
cost Maquiladora work force. But Timms,
who had previously worked for the Alston
Wilkes Society-——a prison volunteer orga-
nization—was intrigued by Ellis’ letter
because he thought that a domestic feeder
plant located near his principal customers
and staffed with a cost-competitive work
force would better fit the company’s just-
in-time delivery schedules than a plant lo-
cated nearly 1,000 miles away in Mexico.
Furthermore, he made some calculations
that showed only an insignificant differ-
ence in labor costs between South
Carolina’s prison-based work force, with
a total burdened rate of $6.04 per hour,
and the comparable rate of a Mexico
based plant that included transportation
costs for finished products.

Armed with these figures, Timms was
able to convince his colleagues at Escod
that the company should open a plant in-
side the prison. South Carolina correc-
tional officials also helped to sway
Escod’s decision by offering the company
financial incentives that included low-cost
industrial space and a $250,000 subsidy
for equipment purchases.

Current operations. Today, 10 civilian
Escod staff—including two female floor
managers—supervise over 250 inmates at
the Evans Correctional Facility. The com-
pany operates a two-shift schedule in the
prison: 190 inmates are employed on the
7 am. to 3 p.m. shift, and 60 inmates
work on the 3 p.m. to 11 p.m. shift. The
prison superintendent would like to see a
third shift and a total employment of 300.

Escod’s prison-based work force hand as-
sembles a wide variety of wire harnesses
for electronic cables. Inmates unreel
color-coded wires from large spools, indi-
vidually lay them out on large sheets of
plywood that outline the correct assembly

6 National Institute of Justice

pattern, tie the wires into bundles, and fin-
ish them into electronic cables. Inmates
perform their jobs in teams. Each team,
composed of from 5 to 25 workers, de-
pending on the complexity and the size of
a given product, is responsible for the en-
tire production process, including setting
up the tools and equipment required to
complete the job order, assembling and
inspecting the wire harnesses, and pack-
aging the finished products.

Motivated inmates make good workers.
Escod’s plant manager at the Evans facil-
ity, Bert Christy, says, “The productivity
and quality of this work force is as good

as, if not better than, any that I've ever
worked with.” To prove his point, Christy
points to the quality control award that the
Evans plant won from IBM for being one
of the 10 feeder plants (of a total of 500)
to deliver 25,000 cables to the computer
giant with zero defects.

Christy attributes the inmates’ superior
work to their high motivation, pointing
out: “Any person here has a strong desire
to work because this is by far the best
game in town. They want this place to be
a success. And so do we.” Christy says
that it is important to build on the in-
mates’ intrinsic motivation to do well by

Escod’s plant in the Evans Correctional Facility in South Carolina won an award from IBM for being
among the 10 out of 500 feeder plants o deliver 25,000 cables with zero defects.

uamQ oer Aq ojoyg
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treating them consistently and fairly and
by rewarding good work. If a work team
attains productivity, quality, and on-time
delivery goals for a week, the team is re-
warded with a fast food lunch. If the plant
achieves its quality and efficiency goals
for a month, members get a dinner catered
by a local restaurant.

Christy maintains that the inmate work
force has higher education test scores and
more extensive work experience than
many individuals applying for jobs at the
company’s main plant. Indeed, he be-
lieves many inmate workers are over-
qualified for the jobs they hold, which
might be expected to reduce morale. On
the other hand, these inmates might sim-
ply be satisfied that they have something
meaningful to occupy their time in prison.

Escod management has also built success
into the Evans plant by funneling the
company’s least complex products into
the prison. Pat Timms says, “Now we
concentrate in the prison our simpler,
labor-intensive products that are suscep-
tible to customer demand spikes, and we
put most of our higher-cost products in
our nearby civilian plant. This strategy
buffers our regular employees against lay-
offs and rehirings caused by fluctuating
customer demand cycles, and, at the same
time, it lowers our unemployment com-
pensation rate. As a result, we’re more
cost-competitive in the long run.”

Prisons are not trouble-free work envi-
ronments. Escod has had to work closely
with correctional officials at Evans to
overcome a number of problerns, espe-
cially absenteeism and turnover. Absen-
teeism on the shop floor during Escod’s
first year of operations disrupted the
company’s work teams and increased
overtime costs. Escod reduced unexcused

An inmate employed by Jostens, Inc., at the Laurens Correctional F. acility in South Carolina,

sews g graduation gown for a major university.

absences by working closely with Evans
staff to introduce and enforce its standard
absentee policy that results in the termina-
tion of any worker after five unexcused
absences over any 6-month period.

Turnover in the work force, however,
continues to be a nagging problem. As a
result, company and correctional manag-
ers are exploring the possibility of open-
ing a second feeder plant in a new
minimum security prison under construc-
tion near one of the company’s principal
plants. This new facility would enable
Escod workers at Evans to continue to
work for the company after they receive a
lower custody status and are transferred
out of Evans. With plants in both prisons,
trained inmates could work for the com-
pany throughout their period of confine-
ment and, after'release, continue their
employment at its nearby plant if jobs are
available.

After only 2 years in operation, the Evans
plant has already become a vital link in

Escod’s domestic manufacturing system.
Pat Timms says, “Strategically, Evans is
very important-to us, and it will probably
grow in importance because the prison
gives us access to a cost-effective work
force that meets our customers’ needs.
IBM managers like the arrangement be-
cause it enables them to meet their do-
mestic content product requirements.
Northern Telecom likes it because it
meets its just-in-time delivery schedules.
And we like the setup because it helps our
regular plant avoid cycles of hiring and
laying off extra workers to handle the un-
predictable upswings and downturns in
demand for this particular product.”

Jostens, Inc.

The next time you go to a graduation ex-
ercise, notice the colorful gowns the par-
ticipants are wearing: they may have
been made in a South Carolina prison by
Jostens, Inc. A Fortune 400 company,
Jostens is the largest manufacturer of

Program Focus 7
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graduation gowns in the country. It has 43
offices and manufacturing plants through-
out the United States, Mexico, and the
Caribbean Basin. The company’s main
gown plant is in Laurens, South Carolina,
about 25 miles from the Leath Correc-
tional Facility, a 350-bed prison for
womer.

How the joint venture was arranged. In
1991, Jostens received one of Tony Ellis’
recruitment letters, but at that time the
company was not interested in expansion.
A year later, however, when the market
for graduation gowns grew and the com-
pany needed a feeder plant to operate in
conjunction with its Laurens facility, the
facility manager remembered the letter
and gave Ellis a call.

Because of the lack of readily available
labor in the rural area surrounding
Laurens, the company had considered
Mexico as a site for a feeder plant. But
the Leath Correctional Facility, less than
an hour’s drive from Laurens, seemed like
an attractive alternative. Jostens’ produc-
tion manager, Frank Burton, met with
Ellis and liked what the prison industries
administrator had to offer: a local work
force, quality industrial space tailored to
meet the company’s production needs,
capitalization of equipment, and a joint
venture arrangement that would enable
Jostens to concentrate on production and
quality control, while correctional indus-
tries staff handled all the work related to
personnel and payroll.

Jostens began operations inside Leath in
late 1992. The company now supervises
40 women who sew, inspect, sort, and
package graduation gowns. The women
work a 40-hour week, 8'/2 hours a day
Monday through Thursday, and 6 hours
on Friday.

8 National Institute of Justice

Again, everyone benefits. Linda Knight,
the onsite production manager for Jostens,
reports that initially quality was a prob-
lem. However, Knight and the Division of
Correctional Industry improved produc-
tion quality by incorporating into the
prison’s 8-week industrial sewing training
program a new module that provides the
women with instruction in Jostens’ in-
process inspection procedures.

Knight reports that turnover and absentee-
ism are no different at Leath than at the
company’s Laurens plant, and productiv-
ity is good; but the sewing done in the
prison is uncomplicated and repetitive,
Safety? Knight claims, “[ feel safer in
here than I would in an outside shop. Se-
curity personnel are always nearby, and [
know that weapons are not going to be
brought into #4is shop because there’s a
metal detector outside.”

Burton would like to expand work orders
in the prison without having to invest in
additional equipment. As a result, he is
thinking of starting a second shift, al-
though this expansion of operations will re-
quire new negotiations with prison officials.

Third Generation, Inc.

Third Generation, Inc., a contract garment
maker with two plants in South Carolina,
also operated a garment-manufacturing
plant inside the Leath Correctional Facil-
ity until a recent downturn in the
company’s orders led management to
conplete, but not renew, its existing con-
tract with South Carolina Correctional In-
dustries. Third Generation employed 35
inmates who sewed a variety of leisure
wear garments and lingerie that were pur-
chased by 1.C. Penney, Victoria’s Secret,
and other retail apparel firms. Last year
the company’s Leath plant produced more

i i —

than $1.5 million worth of garments.

How the partnership began. Like many
other small firms in the contract sewing
industry, Third Generation had considered
handling its expanding business by open-
ing plants in Mexico and the Caribbean
Basin, but the company found the correc-
tional agency’s economic development
package more attractive than the incen-
tives offered by offshore business loca-
tions. Merv Epstein, Third Generation’s
President, says, “We could not find
enough qualified industrial sewers in rural
South Carolina, and the prison solved a
real problem for us in that respect. These
women were good workers, they took
pride in the products they made, and I
would like to hire 80 percent of them after
they get out of prison in my other two
plants.” Indeed, Third Generation has
hired several women released from Leath
who worked for the company as inmates.

Quality and productivity. Judy Johnson,
Third Generation’s plant manager at
Leath, says the quality achieved by the
prison work force was at a level as high as
that attained by its nonincarcerated em-
ployees, and turnover was much lower in
the prison. Productivity, however, was
initially a problem. Johnson believes that,
due to limited training, the workers were
not able to efficiently handle the
company’s frequent style changes. Pro-
ductivity suffered as workers learned how
to sew each new style. As a result, the
company reduced the number and fre-
quency of style changes at its prison
plant. Merv Epstein warns that other gar-
ment manufacturers that consider hiring a
prison-based work force should “keep it
simple-—put the least complex sewing
Jobs you have inside the prison, and don’t
make frequent style changes.”

The key to supervising inmate workers,
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according to Judy Johnson, is to realize
that inmates will play games and that,
from the start, the plant manager must be
firm in responding to their attempts at ma-
nipulation. But, she adds, supervisors also
have to be fair and reward good perfor-
mance. For example, the company pro-
vided a dinner for its Leath workforce at
Thanksgiving and gave group bonuses for
consistently high quality work. The com-
pany also tried to build a sense of cohe-
siveness and corporate identity by giving
workers T-shirts imprinted with the com-
pany logo to wear on the job,

Trans World Airlines
and the California
Youth Authority

“Thank you for calling TWA. This is Anita
Gomez. How can I help you?” Most of
the more than 500,000 callers probably
did not realize that the agent delivering
this greeting was a youthful offender
employed in the California Youth
Authority’s Ventura Training School for
youthful offenders.

How the partnership began. Influenced
by the success of Best Western
International’s hotel reservation center,
which operated at the Arizona Correc-
tional Facility for Women in Phoenix
from 1981 to 1992, TWA began employ-
ing male and female youthful offenders in
the beginning of 1986. Since then, TWA
has hired nearly 300 agents at the training
school, 55 of whom have continued their
employment at the company’s Los Ange-
les reservation center after their release
from prison.

TWA established its reservation center at
the Ventura School to take advantage of
the institution’s readily available labor

pool, which could be quickly tapped to
process excess call volume from its Los
Angeles reservation center. However,
Ventura has now become one of the
company’s five major reservation outlets
handling calls on a regular basis from
around the country.

Current operations. In addition to
processing routine domestic airline
reservations, the Ventura center pro-
vides a specialized service on a regular
basis for the company’s other reserva-
tion centers. Ventura agents alone now
schedule all of the airline’s round-the-
world itineraries because the small
size of the work group (other centers

employ as many as 500 agents,
whereas Ventura’s work force typi-
cally consists of 70 agents) allows
TWA’s supervisory staff in the facility
to monitor the complex pricing of
round-the-world tickets more closely.
Jeff Black, TWA’s Director of Area
Reservations, says:

We’ve found that a number of
specialized desks performing
functions like round-the-world
itineraries are harder to staff in
larger work environments. Here,
at Ventura, once we’ve trained
an agent in this kind of special-
ized service we know that he is

ua.mo o[ 4q ojoyqg

An inmate at the California Youth Authori

ty's Ventura Training School, where inmates schedule all of
TWA's around-the-world itineraries, talks with a customer about a European vacation.
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more likely to show up regularly
for work because the job carries
a great deal of status among the
Ventura agents. Besides, we
know that they are not going to
be late for work because of a
traffic jam on the freeway. That
kind of dependability is impor-
tant to us.

Win-win for everyone. The 1992
civil disturbances in Los Angeles
highlighted the dependability of the
Ventura center for TWA when the
company was forced to close its Los
Angeles reservations office. Over a 2-
day period, 61 youthful offenders
worked 718 hours processing calls
from travelers who would have other-
wise been lost to TWA’s competitors.
In a letter of appreciation to the
Ventura School, the TWA area reser-
vations manager wrote, “We have
shown our company how we can re-
spond in a crisis.” Frederick F. Mills,
Administrator of the Free Venture
Program, wrote back that, “This pub-
lic-private partnership is a great ex-
ample of how working together can
create a win-win solution for
everyone.”

Chesapeake Cap
Company and the
Connecticut
Department of
Corrections

How the partnership began. The
Maryland-based Lyon Brothers Manu-
facturing Company, the country’s
largest manufacturer of embroidered
emblems, holds the license for manu-
facturing the emblems of all the teams
in the National Football League and

10 National Institute of Justice
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Major League Baseball. In 1990, Lyon
Brothers established its new Chesa-
peake Cap Company division in the
Connecticut Correctional Institution at
Somers. The company contacted the
Connecticut Department of Correc-
tions because, of all State agencies
certified by the U.S. Department of
Justice to sell prison-made goods in
interstate commerce, Connecticut’s
was situated closest to Lyon’s Mary-
land location.

The company employs 18 inmates in
Somers, the State’s maximum security
prison, to make baseball caps that are
sold to private companies, government
agencies, and retail sporting goods
stores. The baseball caps worn by
Midas Muffler mechanics, police of-
ficers in St. Louis, and Little League
World Series players are all made by
Chesapeake Cap’s inmate employees.

Current operations. Chesapeake Cap
hires its prison workers from a pool
of inmates employed in the prison’s
sewing plant, which makes inmate
uniforms for the State’s prison popula-
tion. Unlike some of its joint venture
counterparts in South Carolina, Chesa-
peake Cap has not experienced a turn-
over problem because the lengthy
sentences served in Somers enable the
company to limit its hiring to inmates
with a minimum of 5 years left to
serve on their sentences.

Benefits to all. According to Somers’
warden, the joint venture with Chesa-
peake Cap has been good for the insti-
tution because it gives inmates a
positive goal to shoot for. Renate
Hellin, Chesapeake Cap’s plant man-
ager, reports that the prison-based
work force has provided Lyon Broth-
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ers with an affordable way to enter a
new market that is directly related to
its principal product line of emblems.

Different Types of
Partnerships Can Be
Successful

Companies and correctional agencies
have developed different types of busi-
ness relationships to meet their com-
mon workforce needs. In South
Carolina, the companies that operate
feeder plants in the Evans and Leath
correctional facilities supervise inmate
workers with their own staff, However,
the prisoners are employed by the State
Division of Correctional Industries,
which in turn charges the companies a
burden rate for their labor. This ap-
proach, often called the Manpower
Model because of its similarity to the
nationwide temporary personnel ser-
vice company of that name, reflects a
growing trend in which companies
lease rather than employ their prison
workforces. (See exhibit 1.)

By contrast, Trans World Airlines in
California and the Chesapeake Cap
Company in Connecticut own and
operate their prison-based businesses,
and they directly supervise and employ
their inmate workforce. Prison officials
in these two States provide only the
space in which the companies operate
and a qualified labor pool from which
the companies hire their inmate em-
ployees. This approach is frequently
called the Employer Model because the
company employs the inmates.

Several companies and correctional
agencies in other States have adopted a
third partnering approach, frequently
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Exhibit 1. Principal Characteristics of Three Types of Joint Ventures
Workers Workers Workers Benefits for Benefits for
Model Employed Supervised Trained Company Prison
By By By
* Workforce * Employment
> : ; - % * Rent/utility * Overhead rate
Manpower Prisdn Company Prison * Money for equipment  + Wage deductions
* Administrative support * Payback on equipment
* Workforce * Employment
Employer Company Company Company * Rent *  Wage deductions
« Utilities
Customer Prison Prison Prison * Product or service * Payment for finished
goods

called the Customer Model, in which
the company contracts with a prison or
jail to provide a finished product at an
agreed-upon price. In this model, the
correctional agency owns and operates
the business that employs the inmate
workforce. For example, the Hennepin
County Adult Correctional Facility in
Minnesota operates a job shop, em-
ploying 50 inmates, that provides a
variety of light assembly, sorting,
packaging, and warranty repair ser-
vices for dozens of private firms in the
Minneapolis-St. Paul area.

Different models, different risks.
The degree of risk and reward shared
by the company and the correctional
agency varies by model. In general,
the customer model exposes the com-
pany to the least risk, because the
firm’s involvement is limited to pur-
chasing finished products or services,
However, the customer model in-
volves the most risk for the correction-

al agency, since prison administrators
must operate a competitive business
within the constraints of a government
bureaucracy. In the employer and
manpower models, the risks and re-
wards of the joint venture are shared
by the company and the correctional
agency, with each partner required to
dedicate significant resources to the
venture for it to succeed.

Shared commitment the key. Private
sector executives and correctional
administrators,agree that no matter
which model is adopted, success is
built on a mutual commitment to meet
each other’s needs. “Operating a pri-
vate business inside a correctional
institution is almost a contradiction in
terms,” says Jeff Black, Vice President
of TWA. “A prison is not necessarily
the best environment for every com-
pany. It takes a lot of dedication, com-
munication, and cooperation on the
part of the institution and the company
to make the arrangement work.”

Prison officials demonstrate this com-
mitment by going the extra mile to
solve the practical, everyday problems
with the partnership that invariably
arise. In Connecticut, for example, the
prison superintendent modified the
institution’s standard security proce-
dures to enable parcel service delivery
trucks to come inside the institution’s
chain link fence to pick up Chesa-
peake Cap’s finished goods. Before
this exception to the rules was made,
common carriers had to pick up and
deliver packages at the prison’s main
gate, located a quarter mile away at
the opposite end of the complex from
the industrial area. This simple change
in procedure helped the company meet
its delivery schedules in a more timely
manner.

In South Carolina, correctional indus-
try managers at the Evans and Leath

prisons placed their offices inside the
company’s plants as the best location

Program Focus 11
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from which to serve the needs of the
company. From this strategic vantage
point, managers handle inmate worker
personnel issues, process payroll,
work with the company’s supervisory
staff to design employment training
programs, and serve as the liaison
between the company and the prison’s
other departments.

In California, the Ventura School
brought in a pre-employment training
program taught by the local commu-
nity college in order to familiarize
offenders with the operation of com-
puter terminals and provide basic geo-
graphical instruction required by the
travel industry. Offering this program

Wt Bl

allowed TWA to concentrate on the
more complex technical aspects of
airline reservations and ticketing dur-
Ing its in-service training program for
Ventura's agents.

Everyone benefits. In summary, pri-
vate sector prison industries provide
substantial benefits to companies that
need entry-level labor to staff simple
production or service processes. As
discussed earlier, inmate labor can
meet a number of special needs that
companies may have:

* In South Carolina, Escod Industries
uses its prison feeder plant to help
meet its customers just-in-time de-
livery schedules.

— i SRR ——y e

* Jostens’ prison-based workforce
expands its ability to sew a Made-
in-the-USA label on its product, a
strong selling point with many of its
customers.,

* In California, TWA’s Ventura res-
ervation facility was a godsend
when civil disturbances forced the
company to close its Los Angeles
facility.

Wardens report that private sector jobs
are valuable to them because the work
productively employs inmates who
might otherwise be idle. Furthermore,
joint ventures motivate inmates who
are waiting for jobs to stay out of

Exhibit 2.
35 F’ Wages
30 $28.70
25| [
20 —

15
10

Earnings and Contributions of Joint Venture Workers

1979-1992
(in millions of dollars)

Deductions

SOURCE: Bureau of Justice Assistance, PS/PIEC Program
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Prison-Based Joint Ventures Are Not Free of Controversy

Irhaugh the number of inmates working
n prison-based joint ventures remains rela-
~ fively small, the recent emergence of pri-
* vate sector prison industries has caught the
“attention of interest groups beyond the
prison walls. The AFL-CIO, which has
had along-standing interest in prison work
(for example, it has sponsored apprentice-
 ship programs in prisons), considers joint
ventures a challenge to unionized and
nonunionized civilian work forces. A state-
ment by the AFL-CIO Executive Council
* on Prison Labor Programs issued in 1991
. states:

Thereare good reasons to let prison-
ers work as part of skills-training
programs that could have a rehabili-
tative effect and thereby lower rates
of recidivism, But badly conceived
programs often provide unfair com-
petition and take jobs from the gen-
eral population. It is outrageous to
deliberately encourage prison labor
that leads to job loss in the larger
economy. In light of these consider-

trouble, since a good disciplinary
record is a prerequisite for employment.

Joint venture workers have to show up
for their jobs on time and work hard
throughout their shifts. This experi-
ence develops valuable work habits.
These inmates also learn how to meet
private sector productivity and quality
standards. As a result, TWA, Third
Generation, and other companies have
hired, after their release, inmates who
worked for the companies while in
prison. Such stable post-release em-
ployment may reduce the chances that
these ex-convicts will return to a life
of crime.

ations, the AFL-CIO supports prison
labor programs that:

* Provide training for work likely to
be available to convicts after their
release.

* Produce goods and services that
are exclusively for government use
and may not be sold to the public.

* Pay wages that are no less than the
prevailing wage for similar [work]
in the private sector, with appro-
priate deductions for room and
board, taxes, and contributions for
victim restitution funds...,

= Prohibit the use of prison labor to
replace strikers or provide services
that may prolong a strike.

* Prohibit the displacement of exist-
ing jobs by prison labor.

Between 1979 and 1992, inmates em-
ployed in joint ventures certified by
the U.S. Department of Justice earned
$28,668,450. However, during that
time, deductions from their wages (see
exhibit 2) also resulted in contribu-
tions of:

* $5,068,909 to offset the cost of
their incarceration.

* $3,243,011 in Federal and State
taxes.

+ $1,713,043 in victim compensation.

+ $1,862,867 toward the support of
their families.

These combined wage deductions of
$11,887,830 represent a return to soci-

Federal law also addresses these points—
butin the context of private sector jobs for -
prisoners, something that the AFI
opposes. (See “Federal Regulation: of:;{f
Prison-Based Joint Ventures.™) o

The increased visibility of prison-based
Jjoint ventures has contributed to a vi gor-
ous debate about the proper role of in-
mates in today's workforce. The policy
issues underlying this debate go beyond
the scope of this report. But many busi-
ness and labor groups are watching the &
development of these partnerships | e
whether they compete fairly in the mar-
ketplace. In the past, these' groups have
not hesitated to oppose prison-based
work programs that they believed. were
not competing fairly. As a result, the
manner in which individual correctional
agencies and companies operate their
Jjoint ventures may have consequences
far beyond their jurisdictions in terms of
furthering or retarding the future devel-
opment of pnson -based j jmn: ventures

ety of $.41 for every dollar these in-
mates earned.

Starting a Joint Venture?

Company executives and correctional
administrators considering the devel-
opment of a prison-based joint venture
should consider the following
guidelines.

Know the law. Federal and State laws
regulate the markets available to par-
ticipating companies, the types of
business relationships that may be
developed, and the rights and respon-
sibilities of inmates, staff, and private
companies. Individuals creating joint

Program Focus 13
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ventures should be particularly atten-
tive to how local statutes may regulate
the following:

* Type(s) of partnership permitted.

* Market(s) in which products or
services may be sold.

* Employment status of inmate workers.
* Wages paid to inmate workers.
* Benefits provided to inmate workers.

* Deductions taken from the wages
of inmate workers.

* Protection of civilian jobs.
* Lease of prison property.

* Incentives for private sector
participation.

Set appropriate goals. The joint
venture’s goals should be consistent
with the overall mission of the correc-
tional agency. Goals should provide
clear guidance to both agency staff
and private sector partners. For
example, the California Youth Author-
ity has published its goals for the Free
Venture Program in a handy pamphlet
that the program administrator gives to
prospective companies when he meets
with them for the first time.

A worthwhile goal established for any
Joint venture is to act fairly toward
every person and group that will be
affected by the partnership. This is
critical because joint ventures do not

S —

operate in a political vacuum. Qutside
interest groups may effectively oppose
any venture they believe is not com-
peting fairly in the marketplace. (See
“Prison-Based Joint Ventures Are Not
Free of Controversy.”) It is also essen-
tial to choose the right kind of product
or service for the prison-based enter-
prise. The lesson learned by Escod
Industries and Third Generation is:
Keep it simple!

Choose the host prison carefully.
Joint ventures are not meant for every
prison. They are best suited for insti-
tutions where the warden has ex-
pressed a strong interest in participat-
ing in their planning and development.
As Jeff Black of TWA points out, it
takes a great deal of dedication to es-
tablish and operate a business inside a
prison, because changes may have to
be made in the prison’s classification,
assignment, disciplinary, security, or-
call-out procedures. The leadership of
the warden is essential for making
these changes. Other critical factors to
consider when choosing a prison for a
Jjoint venture include the availability of
suitable space for an industrial opera-
tion and a trained, motivated inmate
work force.

Choose the joint venture manager
carefully. Establishing a joint venture
is an intensive process that usually
requires the full-time attention of a
manager whose responsibilities fre-
quently include developing, market-
ing, implementing, and maintaining
the program..

ey P e S M S

In addition to being energetic and
task-oriented, the manager needs to
have:

* Prior experience in corrections.

* Anunderstanding of how to get
things done in a government
bureaucracy.

* An understanding of the problems
of running a business and how a
prison workforce can address those
problems.

* An ability to interact comfortably
and effectively with business people.

The corrections agency’s state-use
industry program is a good place to
find a manager for a joint venture pro-
gram, since industry staff already
know the prison and understand the
problems of business. Other State
agencies or community-level service
organizations (like the Salvation Army
or Goodwill Industries) that create
Jjobs for alternative labor forces, may
also be good sources for managers.

Joint ventures between private compa-
nies and prisons are not suited to every
type of business, but their numbers are
increasing as the benefits become
known. Prison workplaces employing
alternative workforces boast of re-
duced labor and overhead costs,
speedy delivery, and product quality—
while preserving American jobs, use-
fully occupying inmates, and
satisfying the consumer.

14 National Institute of Justice
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hen someone is in prison, does
having a real job with real pay
yield benefits when he or she is

released? Findings from an evaluation funded
by the National Institute of Justice (NIJ) sug-
gest that this might be the case.

Offenders who worked for private companies
while imprisoned obtained employment more
quickly, maintained employment longer, and
had lower recidivism rates than those who
worked in traditional correctional industries
or were involved in "otherthan-work”

(OTW) activities.

“Factories behind fences” is not a new

idea. Traditional industries (Tl)—in which
offenders are supervised by corrections
staff and work for a modest sum—have
been a mainstay of corrections for more than
150 years. Examples of traditional industries
include the manufacture of signs, furniture,

and garments, as well as the stereotypical
license plates. By obtaining work experience
in these industries, inmates acquire the skills
they need to secure gainful employment
upon release and avoid recidivism.

Another program—the Prison Industry
Enhancement Certification Program (PIECP)—
allows inmates to work for a private employer
in a "free world"” occupation and earn the
prevailing wage. Created by Congress in

1979, PIECP encourages State and local
correctional agencies to form partnerships
with private companies to give inmates real
work opportunities.! Over the years, PIECP
operations have included the manufacture

of aluminum screens and windows for Solar
Industries, Inc.; circuit boards for Joint Venture
Electronics; street sweeper brushes for
United Rotary Brush Corporation; corrugated
boxes for PRIDE Box; gloves for Hawkeye
Glove Manufacturing, Inc.; and the manufac-
ture and refurbishment of Shelby Cobra auto-
mobiles for Shelby American Management
Co. Other PIECP operations include alfaifa
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production for Five Dot Land and Cattle
Company; papaya packing for Tropical
Hawaiian Products; potato processing for
Floyd Wilcox & Sons; and boat-building
for Misty Harbor.

PIECP seeks to:

® Generate products and services that
enable prisoners to make a contribution
to society, offset the cost of incarceration,
support family members, and compensate
crime victims.

= Reduce prison idieness, increase inmate
job skills, and improve the prospects for
prisoners’ successful transition to the
community upon release.

More than 70,000 inmates—an average of
2,500 per year—have participated in PIECP
since the program'’s inception. By the end
of 2005, 6,555 offenders were employed in
the program. Although this number reflects
a 285 percent increase in PIECP positions in
the past decade, it represents only a small
fraction of the total number of inmates in
our Nation's State prisons and local jails.

Does the Program Work?

In a sense, PIECP can be thought of as
a grand experiment. After 28 years, the
obvious question is: Does it work?

To find out, NIJ teamed with the U.S.
Department of Justice’s Bureau of Justice
Assistance to fund the first national evalua-
tion of PIECP. Researchers at the University
of Baltimore compared a group of post-
release inmates who worked in PIECP with
inmates from two other groups—those
who worked in Tl and those involved in
OTW activities, including idleness ? Cindy

J. Smith, Ph.D., one of the authors of this
article, was part of that research team. Then
at the University of Baltimore, Smith and
her colleagues considered two questions:

= Does PIECP participation increase post-
release employment more than work in
Tland OTW programs?

® Does PIECP participation reduce recidi-
vism more than work in Tl or OTW
programs?

A WORD OF CAUTION: SELECTION BIAS

Although the results of the Prison Industry Enhancement
Certification Program (PIECP) study are positive—showing better
outcomes for participants in the PIECP group compared to the
traditional industries (T1) and the other-than-work (OTW) groups—
they do not definitively show that the better outcomes were due
to PIECP itself. This is because the participants in the three groups
were not randomly assigned to the groups, a process that ensures
that the differences in results are due to the program, rather than
to preexisting differences among the participants.

How then were participants in this study assigned to the differ-
ent groups? First, prisoners volunteered to participate in a work
program. They were then interviewed by prospective employers in
both the Tl program and PIECP. Therefore, inmates who worked in
either the Tl program or PIECP were “self-selected” and may have
had different motivations and backgrounds than the OTW inmates,

the third group studied, which may have led to better outcomes.
This concern, known as selection bias, can be definitively ruled
out only by random assignment to groups that are going to be
compared. In this study, selection bias sesms a larger concern

when comparing the volunteers (that is, PIECP and Ti participants)

to the non-volunteers (the OTW group) than in comparing the
results of the two employment (PIECP and Tl) groups.

The researchers in this study attempted to ensure that the
groups were comparable by matching inmates in the three
groups using a number of factors, including demographics
and time served. Nevertheless, this matching may not have
completely eliminated the selection bias. Therefore, the
results should be interpreted with caution.

Although the findings are not conclusive,
they are positive. (See sidebar, “A Word

of Caution: Selection Bias.”) Researchers
found that, after they were released, PIECP
participants found jobs more quickly and
held them longer than did their counterparts
in the Tl and OTW groups. Approximately
55 percent of PIECP workers obtained
employment within the first quarter after
release. Only 40 percent of their counter-
parts found employment within that time.

Nearly 49 percent of PIECP participants
were employed continuously for more than

1 year, whereas 40.4 percent of the offend-
ers in Tl and 38.5 percent of the offenders in
OTW programs were continuously employed
for that length of time.
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Distribution of PIECP Wages

Net Pay*
$205,714,532

Inmate mandatory savings' =
$14,401,263

certificate holders.

INDIRECT TAXPAYER BENEFITS _—

DIRECT TAXPAYER BENEFITS

Taxes paid (Federal, State, local)
$48,213,823

Federal victims fund
$34,233,344

- Room & board
. (reimbursed to the State)
$101,043,422

k Family support (child support,
alimony, and other restitution)
$22,223,943

Source: Data compiled (under OJP/BJA grant number 2006-DD-BX- K010} by Sahra Nadiir, program coordinator of the National
Correctional Industries Association's PIECP, based on information submitted to the Bureau of Justice Assistance by PIECP

*An inmate’s net pay covers his living expenses, such as food and toiletri ies, and some health care costs, such as co-pays and
prescription drugs. Typically, the money to pay for such expenses would come from taxpayers.

t Under PIECP, 10 percent of a PIECP participant’s wages is set aside for the inmate's use upon release.

industries or engaged in other-than-work
activities. These findings suggest that
PIECP is an underutilized rehabilitation
option and that additional efforts to increase

Industries Association, July 31, 2003,
available at www.nationalcia.org/
researchfullrpt.pdf.

the number of PIECP jobs could have an Notes
important impact on the Nation's prison
and jail populations. 1. With the exception of PIECP, U.S. jail and

NCJ 218264
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= Smith, C.J., J. Bechtel, A. Patrick, R.R.
Smith, and L. Wilson-Gentry, Correctional
Industries Preparing Inmates for Re-entry:
Recidivism and Post-release Employment,
final report submitted to the National
Institute of Justice, Washington, DC:
June 2006 {NCJ 214608), available
at www.ncjrs.gov/pdffiles1/nij/grants/
214608.pdf.

» Petersik,T., T. Nayak, and M.K. Foreman,

Identifying Beneficiaries of PIE Inmate
Incomes, The National Correctional

prison inmates are prohibited, under the
Amhurst-Sumners Act of 1935, from
producing goods for sale in open interstate
commercial markets; PIECP-certified
programs are exempt from the $10,000
limit on the sale of prisoner-made goods
to the Federal Government.

The sample size included 6,464 inmates,
with subjects nearly equally divided among
groups. The sample included offenders
released from 46 prisons in 5 States that
implemented PIECP from January 1, 1996, to
June 30, 2001. The followup period began on
the day the inmate was released and ranged
from slightly under 2 years to 7.5 years.

Technical violations were not considered
new arrests.
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State Representative George Cushingberry Jr. represents the 8th House District serving the residents of
Detroit and is Chairman of the House Appropriations Committee.

Born Jan. 6, 1953, Cushingberry is a lifelong resident of Detroit. After graduating from Cass Tech High
School, he enrolled at Wayne State University where he earned his bachelor's degree in black studies and
political science, and his master's degree in political science, urban politics, policy and administration.
Cushingberry later earned his law degree from the University of Detroit Mercy.

! At age 21, Cushingberry was elected to the Michigan House of Representatives, serving from 1975 to 1982.
He also previously served on the Wayne County Board of Commissioners for 16 years. Cushingberry was
again elected to serve in the Michigan House in 2004 and is currently serving his last term.

Cushingberry serves as historian of the Michigan Legislative Black Caucus and is the assistant pastor at
Northwest Unity Baptist Church. He is also active in many community-based organizations including the
f NAACP, Concerned Citizens Council Youth Task Force and the Afro-American Museum of Detroit.
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